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HEUBLEIN INC. 


Finger-licking, palate-pleasing good taste - 
isa universal joy of mankind. 

That is zvhat this report depicts, in part. 
that and the growing business that 
Heublein has built by serving good taste 
in food and drinks to consumers all over 
the world. 


Started 100 years ago as a small venture 
in spirits, wine and.food importing, 
the Heublein company has groivn to a 
billion-dollar-plus business whose 
products are marketed in 107 countries. 

To Heublein, satisfying good taste is a • 
serious business. 

In its laboratories in Hartford, Louisville 
and California, it is forever searching 
out new experiences in food and drinks 
for consumers to enjoy. First tested by 
trained taste panels, then monitored in 
select markets', those products that emerge 
with approval are then added to the 
Heublein line. 

This year, Heublein marketed more new 
products than in any prior year. It also 
culled out products that were past their 
prime, and that is an important part of the 
process too. 

This ability to create and market products 
•. of satisfying good taste is a Heublein 
hallmark.and.the reason why its business 
grows year after year. . . ' • 



Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 









Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 
















Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




Reproduced with permission of the copyright 


Further reproduction prohibited without permission. 










3r. Further reproduction prohibited without permission. 










Reproduced with permission of the copyright 


Further reproduction prohibited without permission. 






Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




15 I 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permissior 






Early fiscal 1975 was a turbulent time for 
America's food industry, but the major 
segments served by Heublein gained 
strength as the year progressed. By 
focusing on growth areas, Heublein's 
food operations showed a 13 per cent 
gain in revenues for the year. 

That gain was achieved despite a relatively slow first half, during 
which revenues increased only seven per cent The same pattern was 
true with operating income, which was down eight per cent in the 
first half, but recovered strongly in the second six months to finish the 
y ea r w11 h a f 1 ve per cen t gai n. 

The restaurant business — where Heublein is represented by the 
Food Service and Franchising Group — showed a gain of more than 
10 per cent in sales. Despite inflation, unemployment, expensive 
gasoline and other economic impacts, Americans again purchased 
more meals than ever before outside the home. Quick-service res¬ 
taurants got an increasing share of this market. 

Although the supermarket industry increased its unit volume by 
less than one per cent as demand for some product categories de¬ 
clined, a five per cent increase in volume was achieved by Heublein's 
Grocery Products Group, whose sauces and specialty foods were 
relatively immune to recessionary factors 

It was an eventful year for the Food Service and Franchising 
Group, which is based in Louisville, Kentucky and includes KFC 
Corporation, the Retail Venture Company, and Spring Valley Foods, 
a pou I try-prod ucing opera tion. 

KFC Corporation was the first Heublein unit to feel the effect of the 
recession and declining consumer confidence, and business at Ken¬ 
tucky Fried Chicken stores was significantly affected in the early 
months of the year 

KFC management responded by accelerating plans to market new 
products and by developing and aggressively advertising new "value 
packs "KFC also began a more localized marketing approach in the 40 
markets served by company-opera ted stores. 

In the second quarter the company began introducing the Colonel's 
Country Style Ribs in company-owned stores By the close of the 
year, the ribs were available in almost all of the 924 stores and helped 
boost store sales 12 to 14 per cent. By attracting additional customers, 
ribs also helped increase sales of KFC's established products. 
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Heublein's International Group had to 
contend with severe economic prob¬ 
lems in virtually all its major markets in 
fiscal 1975, but still finished the year 
with gains of 25 per cent in revenues 
and 16 per cent in operating income. 
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Consolidated Balance Sheet 




1975 1974 


ASSETS 
Current assets: 

Cash. 

Marketable securities, at cost which approximates market 

Accounts and notes receivable . 

Inventories: 

Finished products . 

Prod tiffs in process. 

Hulk whiskey and wine . 

Paw materials. 

Total inventories . 

Prepaid expenses . 

Total current assets. 


$ 25,050,000 
15,379,000 
172,976,000 

65,828,000 

8,690,000 

92,377,000 

29,191,000 

196,086,000 

7,012,000 

416,503,000 


$ 23,287,000 
6,687,000 
166,557,000 

52,377,000 

10,691,000 

87,185,000 

28,292,000 

178,545,000 

7,995,000 

383,071,000 


Investment in and advances to affiliated compa 


4,174,000 5,184,000 


Property, plant and equipment, at cost: 

Land. 38,496,000 32,558,000 

Buildings. 91,370,000 71,926,000 

Machinery and equipment . 152,200,000 128,129,000 

Leasehold improvements . 40,098,000 37,626,000 

Wine tanker . — 6,974,000 

322,164,000 277,213,000 

Less accumulated depreciation . 96,294,000 87,333,000 

Net property, plant and equipment. 225,870,000 189,880,000 

Other assets: 

Properties and other assets not used in continuing operations . 12,028,000 15,424,000 

Cost in' excess of net assets of purchased businesses . 54,923,000 56,090,000 

Trademarks, contracts and franchises. 3,323,000 3,209,000 

Deferred income taxes . 5,202,000 6,547,000 

Other . 20,900,000 18,159,000 

96,376,000 99,429,000 


$742,923,000 $677,564,000 


HeuWejn 
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1975 




LIABILITIES 
Current liabilities: 

Notes payable . 

Current portion of long-term debt . 

Accounts payable . 

Accrued expenses . 

Federal, state and foreign taxes on income. 

Deferred i n come taxes. 

Excise taxes. 

Cash dividends payable. 

Current portion of reserve for discontinued operations 
Total current liabilities . 


$ 11,040,000 
4,705,000 
49,056,000 
38,605,000 

49,133,000 

4,451,000 

26,028,000 

8,379,000 

5,857,000 

2,600,000 

199,854,000 


$ 12,788,000 
4,471,000 
45,189,000 
35,988,000 

21,992,000 

5,218,000 

32,115,000 

8,475,000 

5,245,000 

1,535,000 

173,016,000 


Long-term debt, due after one year . 

Reserve for discontinued operations . 

Other long-term liabilities and deferred income 


204,059,000 

12,263,000 

2,179,000 


195,734,000 

16,280,000 

3,481,000 


SHAREHOLDERS' EQUITY 

Preferred Muck. 

Common Mock . 

Additional paid-in capital . 

Krt.um.'dcMrmn H - . 


Less treasury stock, at cost 
Total shareholders' equity 


2,649,000 6,534,000 

10,567,000 10,561,000 

141,256,000 140,647,000 

170,486,000 131,701,000 

324,958,000 289,443,000 

390,000 390,000 

324,568,000 289,053,000 


$742,923,000 $677,564,000 
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Consolidated Statement of Additional Paid-In Capital 


Year ended June 30, 

75 1974 


Balance at beginning of year . 

Adjustments relating to pooled companies . 

Excess of option price over stated value of common stock issued on 

exercise of options. 

Proceeds in excess of par or stated value of common stock of 

pooled companies sold prior to merger.. 

Excess of stated value of preferred stock over stated value of 

common stock exchanged . 

Tax benefit from disqualifying dispositions of shares issued under 
stock option plans . 

Balance at end of year . 


$140,647,000 $132,890,000 

— 729,000 

233,000 5,168,000 

51,000 455,000 

157,000 799,000 


177,000 652,000 

(9,000 ) (46,000 ) 


$141,256,000 $140,647,000 


Consolidated Statement of Retained Earnings 


Year ended June 30, 
1975 1974 


Balance at beginning of year . $131,701,000 

Retained earnings of companies acquired m poolings of interests transactions .. — 

Net income. 61,496,000 

Cash dividends declared on common stock — $1,075 per share ($.98 in 1974) ... (22,711,000) 

Balance at end of year. $170,486,000 


$ 97,591,000 
197,000 
54,410,000 
(20,497,000) 
$131,701,000 


Dividends Declared - Per Common Share (IN DOLLARS) 
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Notes to Consolidated Financial Statements 


Acquisitions In August 1973, the Company acquired Davis Food Service, Inc. in exchange for 

796,960 shares of common stock. This acquisition, which was not material, was ac¬ 
counted for as a pooling of interests. Effective July 1, 1973, the Company acquired a 
70% interest in Dreher, S A., Brazil (Dreher) and in September 1974 increased its 
interest to 81%. The total purchase price was $9,877,000, which resulted in an increase 
in cost in excess of net assets of purchased businesses of $5,772,000. The accompany- 
ing financial statements include the operations of Dreher from the effective date of its 
acquisition. 

In the first quarter of fiscal 1975, the Company acquired Zapata Foods, Inc. and Regal 
Foods, Inc. in exchange for 128,320 shares of common stock. The fiscal 1974 financial 
statements have been restated to reflect these acquisitions, which were not material and 
which were accounted for as poolings of interests. 


Foreign Subsidiaries 


The accompanying consolidated financial statements include the accounts of the 
Company's foreign subsidiaries as follows; 

1975 1974 

Total assets . $136,927,000 $119,350,000 

Revenues . 179,842,000 145,267,000 

Net income of foreign subsidiaries and equity in 

earnings of foreign affiliates. 6,919,000 8,322,000 

Translation gains and losses, which are reflected in earnings, are not material The 
interest expense related to the Company's investment in its foreign subsidiaries, 
export operations, income from foreign license arrangements and International staff 
headquarters expense have not been reflected in the net income reported above. 


Discontinued Operations Prior to the Company's acquisition of Kentucky Fried Chicken Corporation (KFC), 
KFC's management decided to discontinue operating its owned roast beef and domes¬ 
tic fish and chips outlets and three motor hotels In this connection, provisions for 
estimated losses*of $45,500,000 ($21,750,000 net of tax) were made in prior years. 
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Land and land improvements 

Buildings . 

Machinery and equipment . . 
Transportation equipment .. 


commitments for noncapitalized financing 


_ June 3 0,_ 

1975 1974 

525,011,000 $24,944,000 

34,033,000 30,298,000 

3,565,000 5,909,000 

2,043,000 2,252,000 

$64,652,000 $63,403,000 


Interest rates implicit in the terms of leases at the time of entering into such leases 
and used to discount minimum rental commitments for leases range from 5% to 17% 
The weighted average interest rate was 10.8% and 10.5% at June 30, 1975 and 1974, 
respectively. 

If the Company had capitalized its noncapitalized financing leases and the resultant 
assets were amortized on a straight-line basis and interest accrued on the outstanding 
lease liability, the effect on net income in each of the fiscal years ended June 30, 1975 
and 1974 would have been less than 3% of average net earnings for the three most 
recent fiscal years. 

Pending Legal Proceedings On December 7, 1972, the Federal Trade Commission (FTC) filed a complaint allegtng 
a violation of Section 7 of the Clayton Act in connection with Heublein's 1969 acquisi¬ 
tion of a controlling interest in United Vintners, Inc. The complaint seeks to require 
divestiture of Heublein's interest in United Vintners and to prohibit for 10 years 
the acquisition of other companies producing or selling domestic wine. Allied Grape 
Growers, from whom Heublein purchases substantially all of its grape requirements, 
has become a party to this litigation 

On July 11, 1975, Heublein reached an agreement with the FTC staff, subject to the 
Commission's approval, to settle this complaint Under the proposed settlement, 
Heublein would divest itself of its United Vintners' assets, except the Inglenook, 
Annie Green Springs and T J. Swann trademarks and their related assets and opera¬ 
tions, the plant facilities at Rutherford and Oakville, California, and the 49% interest 
in the Madera Glass Company joint venture. Heublein would be required to divest 
itself of these assets within two years from the date of the Commission's final order. 
However, the two-year period would not commence until such time as certain issues 
between Heublein and Allied Grape Growers, with regard to the grape supply con¬ 
tract, were settled. Heublein also would be required, for a period of 10 years, to 
receive prior approval from the FTC for any wine industry acquisitions 

Although certain trademarks, brands and physical assets are identified for divesti¬ 
ture within the proposed agreement, a detailed formal plan has not been adopted. 
Based on assumptions as to probable assets and operations which would be divested, 
the Company would divest approximately 14% of its consolidated net property, plant 
and equipment as of June 30, 1975, as well as certain inventory and other net assets. 
Revenues from the brands to be divested approximated only 9% of consolidated 
revenues for the year ended June 30, 1975, and since acquired, have not been a 
material factor in the Company's consolidated results of operations. Management 
does not anticipate that the proposed divestiture will have a material effect on the 
Company's consolidated financial condition or its results of operations. 

On March 10, 1975, Allied Grape Growers and eight members of its executive 
committee filed a complaint against Heublein and certain past and present officers of 
Heublein and United Vintners, alleging misrepresentation in violation of Federal 
securities laws and the laws of the State of California in connection with Heublein's 
acquisition of a controlling interest in United Vintners. The complaint seeks damages 
in the amount of $134,400,000, as well as certain injunctive relief (including an injunc¬ 
tion preventing Heublein from entering into a settlement with the Federal Trade 
Commission), rescission of Heublein's acquisition of a controlling interest in United 
Vintners and rescission of the long-term grape supply contract between Allied Grape 
Growers and United Vintners. Heublein intends to conduct a vigorous defense of this 
litigation. Based upon its present knowledge and assessment of the facts and issues, 
management believes that the litigation is not likely to result in an award of monetary 
damages that will have a materially adverse effect on the financial condition of Heub- 
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Between October 1974 end June 1975, complaints were filed egeinst Heublein end 
37 others (including most of the major broiler chicken producers in the United States) 
which charged the defendants with a conspiracy in the production and sale of broilers 
in violation of the Sherman Act and claimed that the allegedly unlawful conspiracy 
has caused plaintiffs and others to be overcharged by an unspecified amount and with 
respect to an unspecified volume of broiler purchases beginning at least as early as 
1970. The complaints do not specify the amount of damages sought, but request that 
any damages determined to have been sustained as a result of the alleged conspiracy 
be trebled. The plaintiffs also seek the costs of suit, including reasonable attorneys' 
fees, and an Injunction against the alleged conspiratorial conduct, Based upon 
analysis of the facts and issues to date, management believes that such litigation will 
not have a material adverse effect on the financial condition of the Company. If any 
amounts would ultimately become payable In connection with this litigation, such 
amounts would be accounted for as an adjustment of prior periods and allocated on a 
retroactive basis to the periods to which they apply. 

The Company Is a defendant in various other litigation matters in which aggregate 
alleged damages are substantial. Based upon the advice of counsel, management 
believes the Company has adequate defenses and no material liability will result from 
such litigation. 


Supplementary Income 1975 l 979 

Statement Information Maintenance and repairs. $ 15,631,000 S 13,380,000 

Depredation and amortization . $ 20,036,000 JhLMSTXX) 

Taxes, other than income taxes: 

Federal, state and foreign excise taxes . $374,341,000 $348,525,000 

Other taxes . 17,689,000 14,7 3 4,00 0 

$392,030,000 3363,259,000 

Advertising, merchandising and sales promotion .. $115,237,000 ^106^068^000 


See "Leases and Commitments" for information on rental expense. 


Arthur Young x Company 


Board of Directors and Shareholders 
Heublein, Inc. 


We have examined the accompanying consolidated balance sheet of Heublein, Inc. at 
June 30,1975 and 1974 and the related consolidated statements of income, additional 
paid-in capital, retained earnings and changes In financial position for the years then 
ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the statements mentioned above present fairly the consolidated 
financial position of Heublein, Inc. at June 30,1975 and 1974 and the consolidated 
results of operations and changes in financial position for the years then ended, in 
conformity with generally accepted accounting principles applied on a consistent 
basis during the period. 
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Management's Discussion and Analysis of 
Consolidated Summary of Operations 
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